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HUD to Permit Mortgage Increases in Section 235 Insurance Program 


HUD has published revisions to Chapter II of the Code of Federal Regulations, Part 24, which permit 
increases in the maximum mortgage amount under Section 235 of the National Housing Act. When the 
changes become effective on July 13, 1981, the new maximum mortgage amounts will be: 


© $40.000 for a single-family dwelling unit or a one-family unit in a condominium project, up from 


$32.000: 


@ $47.500 in cases where there are five or more persons requiring a minimum of four bedrooms, up 
from $38.000; and 


@ in geographical areas where the HUD Secretary finds cost levels so require, the above limits may be 
raised to an additional $7,500. 


The increased limits only apply to conditional commitments issued or preliminary reservations 
approved on or after the date of the new rule, July 13. The Secretary has determined that it is urgent that 
the benefits afforded by the new provisions be made available as soon as possible, and that giving the 
public an opportunity to comment prior to the effective date would cause a substantial delay and thus 
cause unnecessary hardships to home buyers who need to use the increased mortgage amounts which 
the Act provides. 


HUD, however, will provide an opportunity for public comment after issuance of a final rule. 


Additional information on the changes may be obtained by contacting John H. Coonts, director, Single 
Family Development Division, HUD, Room 9270, 451-Seventh Street, S.W., Washington, D.C. 
204 10 (202/755-6720). 


HUD Changes Interest Rate Formula for Elderly, Handicapped Housing Loans 


HUD has changed the formula by which interest rates for direct loans for housing for the elderly or 
handicapped are calculated. The effect of the change will be lower interest rates. 


The Department said that experience indicates that the level of default and resulting administrative 
costs for housing loans to the elderly or handicapped are low. The loans are made under Section 202 of 
the National Housing Act to encourage construction of housing for the two groups. The interest rate for 
the loans is based (1) on a rate determined by the Secretary of the Treasury and (2) a charge for 
administrative costs and probable losses as determined by HUD. 


The Department has determined that there is good cause for making the new rule effective as soon as 
possible because of the remedial nature of the rate change and in order to avoid further delay in 
processing projects presently in development. Accordingly, Part 24 of the Code of Federal Regulations 
[Sec. 885.410(g)(1) and (2)] has been revised so that, instead of the present charge of | percent per 
annum during the construction period and .50 percent per annum during the permanent loan period, the 
charge will be .25 percent per annum for both the construction and permanent loan periods. 














HUD Announces Survey of Mortgage Lending Activity for First Quarter, 1981 


HUD has released statistics on the dollar volume of mortgage lending activity for the first quarter of 
1981. Originations of long-term mortgages on one-to-four family homes totaled $22 billion, of which 
$2.7 billion or 12 percent were FHA-insured, $2 billion or 9 percent were VA-guaranteed. and $17.4 
billion or 79 percent were conventional. The dollar volume of home mortgages closed in the first quarter 
was 28 percent below the $30.6 billion of home loans closed in the first quarter of 1980. 


The Department reported that savings and loan associations closed $10.1 billion of home mortgages. 
down 18 percent from a year ago: mortgage companies closed $5.2 billion, off 33 percent, and 
commercial banks closed $4 billion. down 41 percent from the same period a year ago. Loans for new 
homes totaled $8.5 billion or 39 percent of total home loans closed in the first quarter, while loans for 
existing homes totaled $13.5 billion. 


Savings and loan associations were the largest source of funds for home mortgage loans in the first 
quarter, accounting for 45 percent of new acquisitions (originations plus loan purchases minus sales). 
Federally supported mortgage pools and commercial banks were also important sources of funds and 
accounted for market shares of 18 and 15 percent, respectively. Other lender groups providing funds for 
home mortgage loans included State and local credit agencies, Federal credit agencies, and mutual 
savings banks. 


Census, HUD Report Decline in Sale of New, Single-Family Houses 


A recent report released by HUD and the Bureau of the Census said that the sale of new, single-family 
houses dipped 13.50 percent nationwide in April, the largest decline in a year. The report put April’s 
new-house sales at a seasonally adjusted annual rate of 441,000, the lowest since April 1980 when the 
rate was 353,000. Actual sales of new, single-family houses totaled 42 ,000 in April, down 6,000 from 
March. At the end of April, the report indicated, there were about 325 ,000 new houses for sale, a 
9.3-month supply at the April sales rate (after adjustment for seasonal variation). 


The housing report said that the decline was due, in part, to the recent surge of mortgage interest rates to 
about 16 percent and the scarcity of long-term, fixed-rate home loans. It contained statistics showing 
that the average cost of a new house nationwide hit a record $84 ,000 in April. The median price for new 
houses rose to a record $69,300 in April, about $800 higher than the median price seven months ago. 


Meanwhile, The National Association of Realtors (NAR) reported that the sales of existing, single- 
family homes rose in April for the first time in six months, reaching a seasonally adjusted annual rate of 
2,640,000 units. Dr. Jack Carlson, the NAR’s chief economist, said: **April’s modest 6 percent 
increase from March is encouraging when considered together with improvements in housing starts and 
increases in housing perm‘*ts this month.”’ He pointed out, however, that it is still too early to conclude 
that the current cycle in home sales has bottomed out. 


**During the first four months of 1981, only 797,000 resale transactions have taken place, making this 
the poorest start for the resale market since the recession year of 1975,’ Carlson said. *“This compares 
with nearly 1.2 million transactions in the first four months of 1978,”" he added. **The resale market 
now is in its prime seasonal months and the recovery will have to get underway fairly soon for sales to 
top the 3 million unit mark this year,”’ he said. 


HUD/HHS Select Cities for Domestic Violence Outreach Program 


HUD and the U.S. Department of Health and Human Services (HHS) have selected seven cities to 
participate in a Domestic Violence Outreach Program in public housing. The cities are San Francisco, 
Calif.. Baltimore, Md.. St. Louis, Mo., Austin, Tex., Tulsa, Okla., Cambridge, Mass., and Riviera 
Beach. Fla. The agencies said that additional cities demonstrating a need for the outreach program 
will be selected later. 


HUD and HHS will hold workshops in public housing developments to help residents through the use 
of locally funded domestic violence resources. The outreach program will encourage community 
members to continue the education process of all public housing residents and to establish continuing 
activity between residents and local service organizations. HUD’s participation in the program is 
limited to technical assistance. No funds are involved. 


Nuggets 


A recent report by the Department of Energy (DOE) indicates that the Nation is expected to use slightly 
less energy in 1981 than it did last year. The report, prepared by DOE’s Energy Information 
Administration, said an 8 percent decline in petroleum use in 1980 contributed to a 3.2 percent drop in 
overall energy use. 


The Southern Railway has opened what it says is the world’s first completely solar-heated freight depot 
in Charlottesville, Va. The 1 ,000-square-foot brick building cost $180,000 and was designed to operate 
independent of electrical power, except for lighting. The company says that it expects to save some 
$2,200 annually in power bills. 


The Metropolitan Life Insurance Company reports that life expectancy in the United States declined 
in 1980 for the first time in a dozen years. The company said that Americans born last year can expect to 
live an average of 73.8 years, a decline of 0.3 years from the 74. | years for those born in 1979. Before 
1980, the company said its estimates of U.S. life expectancy had increased each year since 1968 when 
the estimate was 70.2 years of expectancy. 


The Wharton Economic Forecasting Associates, an affiliate of the Wharton School of Finance, the 
University of Pennsylvania, predicts that interest rates on new-home mortgages will peak slightly 
above 16 percent in 1982 and then begin a decline that will reach about 12 percent by 1990. The firm 
said that interest rates will drop enough to enable financing of the *‘pent-up demand’ for houses as 
credit conditions ease, and predicted a recovery in the housing sector in 1984. It also estimated that the 
average value of anew home, which reached $84,000 in April, will go up at an annual rate of about 8.9 
percent, reaching $127,900 in 1990. The average value of a new home was set at $54,000 last year. 


A 150-member task force established by the National Institute of Building Sciences (NIBS) has 
suggested that costs and delays in the homebuilding industry could be cut by scrapping certain Federal 
housing regulations. The NIBS is a private, nonprofit organization created by Congress to advise 
Federal, State and local governments on housing policy and regulations. 


The director of an information exchange in New York City estimates that the organization is handling 
about 50 requests for housing information each week, mostly from those seeking to improve their 
physical surroundings. The exchange, in operation since last August, draws its information from some 
1000 sources which include a library of books, periodicals, reports and technical notes. The 
information covers the urban landscape across the Nation and some foreign countries. The referral 
service is part of the Municipal Arts Society, a private, nonprofit group established to help keep the 
city’s physical environment livable. 


Significant Litigation 


Louise Crosby, etal. v.ColemanA. Young, Samuel R. Pierce, Jr., et al., No. 81-71202 (E.D. Mich., 
filed April 16, 1981) 


In acase related to No. 81-70844, residents of the **‘Poletown’’ area of Detroit alleged violations of the 
Clean Air Act, 42 U.S.C. 7401, et seq., and the National Historic Preservation Act, 16 U.S.C. 470f 
(“‘NHPA’’), in developing the General Motors assembly plant. Plaintiffs sought to enjoin the Central 
Industrial Park project which will contain the assembly plant because certain permits had not been 
obtained from the Environmental Protection Agency. They also claimed that the Advisory Council on 
Historic Preservation had advised the City of apparent violations of a Memorandum of Agreement 
concerning steps to mitigate adverse effects on properties potentially eligible for listing on the National 
Register of Historic Places. After reviewing material submitted by the City and HUD, including a letter 
from the Executive Director of the Advisory Council to the effect that compliance with NHPA was no 
longer a problem, the plaintiffs voluntarily dismissed the NHPA claim, and the court granted summary 
judgment to defendants on the Clean Air Act claims. At this time, the City has conveyed a portion of the 
site to General Motors and plaintiffs have not filed a notice of appeal in this case or No. 81-70844. 





Bell Builders, Inc., et al. v. Secretary of the Department of Housing and Urban Development, C.A. 
No. 81-143-RIM (E.D. Wash., filed March 17, 1981) 


Plaintiffs, four single-family homebuilders, argue that they were improperly denied mortgage 
insurance and subsidy under Section 235 of the National Housing Act. Plaintiffs allege that employees 
of the Spokane Service Office advised plaintiffs orally that there was adequate contract authority under 
the program and that written commitments of funding were unnecessary , but that they were then denied 
insurance and subsidy because they did not have a written commitment. Plaintiffs seek, inter alia, 
preliminary injunctive relief enjoining HUD from issuing any mortgage insurance under any of the 
programs administered by the Department until such time as plaintiffs receive 38 contract 
commitments for mortgage insurance and subsidy for properties they own in Washington. No hearing 
date has been set for the Motion for Preliminary Injunction. 


Sharon Ware, et al. v. Southern Housing Management, Inc., HUD, et al. CIV-1-80-335 (E.D. Tenn. 
S. Div. Nov. 17, 1980) (Opinion) 


The District Court has granted plaintiffs’ motion for a preliminary injunction in this suit brought as a 
class action by rent supplement tenants threatened with eviction for alleged material noncompliance 
with their leases (i.e. nonpayment of rent) from a project allegedly converting from the Section 
221(d)(3) to the Section 221(d)(4) program. HUD has preliminarily approved a proposal for 
participation of the project in the Section 8 Substantial Rehabilitation program. Plaintiffs assert that 
they are current in their rent, and alternatively , that management has waived the lease requirement for 
timely rent payment through its past conduct of accepting late payments. Plaintiffs also contend that 
they are “displaced persons”’ under the Uniform Relocation Act and are entitled to benefits thereunder. 
However, to the extent they are not deemed covered, plaintiffs claim an entitlement to relocation 
assistance pursuant to 24 C.F.R. §881.209(b), on the ground that they are being forced to relocate as a 
direct result of the project being assisted under the Substantial Rehabilitation program. 


In an effort to maintain the status quo pending the outcome of the factual dispute, the court granted the 
preliminary injunction prohibiting eviction provided that the affected tenants pay their current rental 
obligations as they become due. In addition, although no motion for class certification was before it, the 
court expressed the view that a class should not be certified since the proposed class is not so numerous 
that joinder of all its members is impracticable. 
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